


me; 


Ufeiaf, Tlranoe I&vtaioa 
Chief- iJlecal Division 


'PBOM : Acting OoEoptrolXer • 

SIJ&IEKES? : Accrual of Iteseearded Costs 



1. 

prepare a eeire-oasea mage® ror fiscal Year 19&2, if at all feasible. 
fh® pmllraliuirj estimated for the Fiscal Year 19&2 budget will be 
roqpised la the fiael quarter of Fiscal Year X$&0. Sfcereforo, ia 
order So accxs®si.atfc coat cists, fross vnxch vs.cas teiiM a co6t > *SB86d 
budget la Fiscal Year X2$2, we asset consaeace aecrseulatiiig. :in the 
fiscal end confidential fted aeetnasfcicg records, cost data is Fiscal 
Year 1 9 ® 0 ? begicmlsg 1 dfcfly 1939 . 


2. CIA is alrea^f on a modified cost basis* ffisat is, all GIA'*s 
«jpenai.t«res are eventually . recorded as costs. However, fee costs as 
recorded at the and of : eny --icaomtiug period do sot reflect -fee cost 
of goods and services eosieuaed or used thrower fee sad of the ea*aa 
period. Fbr ©seagie, its of the and of any confidential fund pey 
porlod, fee Agency has cons-«aed or used fee services of its eisployees 
who are paid from eanfadiasbl.al funds, yat the costs of eueh cervices 
are act recorded in the coufidsatial foods geaeral led g er until 
a]jprooimtel 5 seven weess later; 'fee time lag in recording fee cost of 
service of overt eaglcyees is approrhmtsly tuentgr aaqre. If the hcote 
of account are to reflect costs frea which a cost-based budget can be 
prepared, the tssrecordsd salary costs, and 3 aany ofe©2' unrecorded costs. 
®K3t b® accrued. 

3* £* order to determine the extant that recorded costs fail to 

reflect fe© value of fee goods and cervices used or consumed at fee 
ased of any aceouubiag period, m must analyse each ites of eepsnso. 

5-' ^ fc i ng this analysis, it is also necessary to determine (a) the 
da'll&r amount of the unrecorded costs and (b) fee cost of fee moat 
feasible- method of accruing such costs and adjusting the accrued sorts 
to the actual costa when fetey are recorded. 


4» Perhaps the jsoat fcasiolc jssfeod for* approaching this problem 
is to analyze each aub-bb^eefc of esspenac. It Is quite probable that 
w. will ^not bo able, esssienomg with Fiscal Year* 196 d, to ©ccrus fee 
uisreeomed cost© for all sub-objects <?f saqseose. therefore, ©ur 
approach at this time ' should be to dstewBine methods for* aoc miag the 
usMsscorded coats in those sub-ob^ serfcii of expense, which will contribute 
®o,st toward our objective of preparing a cost-based budget for Fiscal 
Year 1962 . 
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5* of the foregoing, it is reqpMted that math, of you, 

in y>n*r respective areas : 

**» Deteaattte the dollar aiaounfc by wM.cn the necorfed 
c?»'fes la cash sub- object of espense fails, at the end of m 
aaccaffifcing period, to reflect the cost of the goods and 
s&rviees actually used or eoastaaed during the seas account ing 
I* r-ricH:.- 

to latomiae the sost feasible procedure few accruing 
f.,ie wwocorded costa. S& this c^rajection, it assy be more 
feasible, sM sufficiently accurate for mansgoassnfe purposes, 
to accrue awe (less than all) of the unrecorded costs n 

eoaeider the problem of adjusting the accruals to the 
saownt of the ac iu,iL coats ■>dxa» they are recorded. 

c„ CQmt&e.c \®& mike reeoamandatioas whether accrued 
costs aJsouM be recorded, by object or sub-object elasslfi- 
cationa within cos-t-center accounts. 

^ 6 Sc,a-< of the larger aaouata of uartscorded coot© which should 
be studied vlth a -fiwi so accruing them are;: in the area of: 

&. Personal services. 

b* Glass "A” station eoqpeasss. 

c« Claes ”I;i n station expenses. 

d„ Tronsportotim . 

e» Contractual ae?<nrieas. 

f.% Research and D-'welopmert* 

g< Advance© :;o other ^/e.mamb agencies. 

h . CJoasmiaiemi flora . 

?•• Financial i t a nag s an en t Sbprovemeat Staff is directed to 
.ooid aeetiogs from ttee to time to discuss yovar f ind ings and recom- 
<d®adaiioaao» 3Siece tBset^Jugs till also be attended, by representatives 
of the Seebnloal Aeeocntiag Staff and the Budget Division. The first 
3ush meeting will be bald in Room 1050 Aleotfc Hell on lo Bgcas&er at 
jJt-OQ hours. At this meeting you are requested to bring the results 
of year findings and your recommendations (see paragraph 5 above) m 
thef apply to the cub-object classifications of object doss 01- 
Bersasaal Services » 
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8. fSLn&inge aaS. jo&st tthieh eo»3 oisfc of these 

aseetiage vill he ^reseatcS. to the Ccs^tsoilJLer’o ?oU.^r ELmaXag Qmup* 
From this Gmsg “?ill oeae policy decia&eaa tshleh *?52I serf© as the 
basis for wvit&og aad iastaXX&ag aocrubl prcss&grea* 
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